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ment of Harriman, Kruttschnitt, and Stubbs, were always ahead of the territorial development. In his testimony before the Interstate Commerce Commission in 1907, Mr. Harriman himself said, "If we had not had the power to buy the Southern Pacific with the credit of the Union Pacific, the territory tributary to the Southern Pacific would have been ten years behind what it is now." 1
One of the most important advantages of railroad combination is, undoubtedly, the physical improvement of weak or financially embarrassed roads as the result of incorporation in richer or more powerful systems. When a strong railroad, with large earning power and high credit, combines with a weaker or poorer competitor, it enables the latter to serve the public far better than it ever could alone. A weak road generally has difficulty in getting money for improvements, and it always has to pay high rates for its borrowed capital. At the minimum price fixed by a State commission it may not be able to sell a single share of its stock, in which case it must borrow on bond and mortgage, or on short-term notes, and thus increase fixed charges which may already be dangerously great. All railroad managers are reluctant to do this, because it lessens financial strength; so they avoid it as long as possible by cutting down
1 Testimony in the investigation by the Interstate Commerce Cora-mission of "Consolidation and Combination of Carriers," p. 163.